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Unemployment: The Problem and Some Proposed Remedies 


The marked increase within recent months of unemployment in many American communities seems to make desir- 
able the publication at this time of the following monograph which has been prepared at the instance of the Federal 
Council’s Commission on the Church and Social Service. It has been examined by competent authorities who vouch for 
it as a sound presentation of the frequently recurring problem of unemployment.—T ue Eprtor. 


EXTENT OF THE EVIL 


The extent of involuntary unemployment in the United 
States cannot be stated, for no adequate statistics on the 
subject have as yet been compiled. The uncertainty that 

vails regarding the true nature of the employment 
}:: is indicated by the estimates made at the Presi- 
ent’s Conference on Unemployment, in 1921, which 
ranged from 2,000,000 to 6,000,000 unemployed persons. 


But enough is known of this evil to indicate its serious- 
ness. A nation-wide survey of the United States Em- 
ployment Service of the Department of Labor covering 
182 industrial cities and centers in January, 1921, showed 
a little over 6,000,000 workers employed in the group of 
industries investigated, as compared with nearly 9,500,000 
in 1920, thus recording a decline of 35.5 per cent. Ac- 
cording to Dr. W. I. King, one out of every seven workers 
employed during the prosperous days of 1920 were out 
of jobs in 1921, while the total volume of employment, 
estimated in hours worked, declined about one-sixth.’ 

Dr. Hornell Hart made one of the few long time studies 
of the trend of unemployment that have thus far been 
prepared. Taking the period from 1902 to 1917, he con- 
cluded that the number of unemployed in the urban cen- 
ters of the United States during that period—excluding 
entirely agricultural labor for which there were no avail- 

- able data—was never less than 1,000,000. In 1914, a 
period of industrial depression, the minimum number of 
unemployed was 4,000,000, in May; the maximum 5,500,- 
000, in December. Dr. Hart concludes that the average 
number unemployed during the whole period was nearly 
2,500,000 workers.’ 

Summarizing various estimates made by authorities on 

‘the subject up to 1924, Shelby Harrison of the Russell 
Sage Foundation concluded that, considering a long period 
of years and excluding extraordinary disturbances such 

war and depressions caused by war, the amount of 
employment probably varied from 5 per cent in good 


21National Bureau of Economic Research, Business Cycles and Unem- 
ployment, p. 86. 

2 Hert, Hornell. Fluctuations in Unemployment in Cities of the United 
States, 1902-1917 (Study for the Helen S. Trounstine Foundation, Cincinnati, 
1918), pp. 48-51. 


years to upwards of 20 per cent in bad years and that, 
averaging good and bad years, at least from 10 per cent 
to 12 per cent of all workers were unemployed.’ 


EMPLOYMENT TRENDS SINCE 1914 


It is to be regretted that, on a problem of such funda- 
mental importance as this, we are left largely to un- 
official estimates, and that the United States government 
is not continuously compiling exact information on this 
subject. .To be sure, the United States Bureau of Labor 
Statistics does survey the changes in the index of em- 
ployment. But this survey, the most comprehensive one 
we now possess, is based merely on reports from some 
10,000 concerns in 54 manufacturing industries employ- 
ing approximately 3,000,000 workers. Although this 
gives some indication of the trend of employment it does 
not measure absolutely the change in the volume of em- 
ployment for a given population. 

Obviously, business prosperity and depression affect the 
trend of employment, but this trend may also be affected 
by other factors. The growth of population, as deter- 
mined by the birth rate and immigration, increases the 
supply of workers for whatever jobs are available. Im- 
provements in the manufacturing process may decrease 
the demand for labor as well as lead to a greater produc- 
tivity per employe. Reductions in the hours of labor 
may increase the number of jobs available as well as 
decrease the productivity per employe. On the other 
hand, the productivity per employe may increase under 
shorter hours. 


Finally, an index based on reports from certain estab- 
lishments in certain industries does not necessarily reflect 
what is happening elsewhere. New plants may come into 
existence and furnish more jobs and old plants may go 
out of business and decrease the number of jobs. As a 


* Harrison, Shelby M., and others, Public Employment Offices (New York, 
Russell Sage Foundation, 1924), p. 8. See also Research Report of the 
National Industrial Conference Board, No. 43, The Unemployment Problem, 
p. 34; Report on the Committee for the Elimination of Waste of the Fed- 
erated Engineering Societies, Waste in Industry. p. 15; H. Feldman, The 
Regularization of Employment (New York, Harpers, 1925), Chapter I; Ernest 
S. Bradford, Industrial Employment (U.S. Bureau of Labor Statistics, 
Bulletin No. 310, August, 1922), p. 22. 
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result, an index based on reports from sample plants 
simply indicates the fluctuations taking place in those 
plants. However, in so far as these plants are affected 
by the same conditions as those not reporting they may 
indicate a trend of employment which is fairly repre- 
sentative of what is happening generally. 

Using the extent of employment in the plants report- 
ing in 1923 as a base, represented by 100, the trend of 
employment has been stated‘ in the form of index num- 
bers from June, 1914, to November, 1927. The oppor- 
tunity for employment steadily lessened and the number 
employed in the industries reported fell from 98.9 to 91.9 
or 7 per cent between June, 1914 and January, 1915. By 
October, 1915, the index stood at 100 and rose steadily 
to 117.5 in February, 1917. This high point was never 
exceeded from that time to June, 1920, but the war ac- 
tivities of 1917 and 1918 kept the index fairly close to 
its high point of February, 1917. 

Contrary to what might have been expected, the signing 
of the armistice and the beginning of industrial read- 
justment to a peace-time basis proved to be only a very 
temporary setback to employment. The index fell to 
103.2 in February, 1919, but by December, 1919, it stood 
at 113.2 and rose to 117.9 in June, 1920. However, July, 
1920, marked the beginning of a break in industrial ac- 
tivity which culminated in the industrial depression of 
1921 and 1922. During this period the index fell as low 
as 76.8 (January, 1921) and gradually climbed back until 
it reached 101.9 in June, 1923. 


The recovery from a period of depression seemed to 
have been accomplished in an exceedingly short time. 
The industrial activity of 1923, which carried the index 
up to 101.9 in June, is as close as it has come to the 
high point (117.9) of the post-war period. Beginning in 
August, 1923, the index fell below 100 and steadily de- 
clined to 84.8 in July, 1924. Since the latter date it 
reached 93.7 (March, 1926), but, most of the time during 
1925 and 1926, it fluctuated between 89.3 and 93.7.5 In 
March, 1927 it stood 91.4 but since then it has gradually 
declined to 84.2 in January, 1928, the latest. figure avail- 
able.’ This figure is about the same as the average for 
1921, the year of greatest depression since the war. The 
average (88.9) for eleven months of 1927 is 11.1 per 
cent lower than the average for 1923, the most prosperous 
year since the war, and almost 24 per cent lower than 
the high point (117.9) in 1920. 

Of course different classes of industries vary consider- 
ably in the amount of employment available at any one 
time. For example, in November, 1927, the index for 
paper and printing stood at 105.1, chemicals and allied 
products 91.7, metal products (other than iron and steel) 
86.5, leather and its products 84.6, stone, clay and glass 
products 93.0, while iron and steel and their products, 
textiles and their products, food and kindred products 
ranged from 80.6 to 90.7. The other classes listed stood 
in the following order: lumber and its products 83.0, 
vehicles for land transportation 76.8, and tobacco products 
89.1. 

Although 1927 has been characterized as in the aggre- 
gate a comparatively good year, there is a condition of 
widespread unemployment in the midst of prosperity. 
The situation is unprecedented because, at the same time 

* Monthly Labor Review, mr 1928. 


5 Monthly Labor Review, January, 1928, p. 139. 
* Editorial Research Reports, Washington, D. C., February 21, 1928. 
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that the volume of production and the production per em- 
ploye has increased, the number employed has decr 
This condition has become pronounced since 1919. 

The index of production of the Federal Reserve Board, 
which includes nearly 80 per cent of the total industrial 
production in the United States, increased from 100 in 
1919 to 129 in 1926, or 29 per cent. During the same 
period the average annual output per wage earner in- 
creased 37 per cent and eight-ninths of this increase was 
concentrated in the last five years of the period.‘ The 
average number employed in manufacturing industries, 
however, decreased 7 per cent between 1919 and 1925. 
Although the U. S. Bureau of Labor Statistics index of 
employment is not based on as comprehensive figures 
as those of the U. S. Census of Manufactures, it indi- 
cates, as stated above, that there has been a further de- 
crease in employment throughout 1926 and 1927. This 
index dropped from 108.2 in 1919 to 88.9 for eleven 
months in 1927 or 17.8 per cent, and 1926 and 1927 have 
been regarded as fairly prosperous years. Thus it is 
evident that the increase in productivity should not blind 
us to the fact that there has been an increase in unem- 
ployment. 


Increased productivity has also taken place in mining. 
The index of total production rose from 100 in 1919 to 
138 in 1926.’ For transportation the index of the output 
per worker increased from 100 in 1919 to 115 in 1925,” 
and for agriculture from 100 to 118 during the s 
period. The number of employes in transportation 
creased from 1,920,057 in October, 1923, to 1,799,739 in 
October, 1925, and to 1,766,529 in October, 1927. It is 
estimated “ that between January 1, 1923, and January 
1, 1927, about 1,000,000 people left farms to seek em- 
ployment in cities. So it is evident that in both trans- 
portation and agriculture there was an increase of pro- 
duction and a decrease in workers. In coal mining, which 
includes the bulk of all employes engaged in mining, the 
number of workers decreased from 784,621 in 1920 to 
748,805 in 1925 but increased to 759,033 in 1926. The 
fact that 1927 has been a relatively poor year for the 
coal industry indicates that employment conditions in that 
industry, which is noted for chronic unemployment, are 
somewhat worse than usual. 


These conditions point to a new kind of unemployment 
—one which seems to be occasioned largely by technical 
progress rather than by cyclical changes which bring about 
industrial depression. Since the “population has been 
growing at the rate of approximately two per cent per 
year, if manufactures were to continue to employ the 
same percentage of the population as in 1919, one would 
expect to find about a million and a quarter more em- 
ployes rather than between five and six hundred thousand 
less.” Some of those displaced in the industries dis- 
cussed probably found places in other industries, but the 
problem is to allocate them. Undoubtedly the building 


industry and the construction of highways have absorbed 


quite a number because of the expenditures for those 


tT Douglas. Paul H., Mass Production and Its Relation to Wages, 
ceedings of the American Academy of Political Science, Vol. XII, July, 
p. 20. \ 
8U. S. Census of Manufactures, 1925. 
® Federal Reserve Bulletin. March, 1927, pp. 175-177. 
% Monthly Labor Review, October, 1927, p. 28. : 
11 Slichter, S., The Price of Industrial Progress, New Republic, February 


1928. 
® 3 Douglas, Paul H., op. cit., p. 23. 
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purposes. Service trades, as in garages and filling sta- 
ions, have absorbed some, but nobody knows how many. 
is process of absorption evidently has not been suf- 
ficient to offset the displacement of workers by technical 
changes in equipment and process because employment 
agencies and charitable organizations report unusually 
large demands upon them. 
The Labor Bureau, Inc., has made an estimate of the 
decrease in the average number employed between 1923 
and 1927 as follows: 


Number Employed (est.) Approximate 


1923 1927 Change 
Mfg. Industries ........... 8,778,156 7,768,668 —1,000,000 
Railways (Class I) ....... 1,880,000 1,774,000 —100,000 
Farm nee Moved to 

Building 1,415,975 —_—‘1,701,248 -+- 300,000 
“baa tas 12,936,667 12,031,066 —1I,900,000 


But a statement of the decrease in employment as 
represented by the decrease in the number on the payrolls 
does not include the total number of unemployed. Even 
in most prosperous years, it is estimated that we have a 
reserve of surplus labor totaling about 1,000,000 workers. 
The growth of population and the steady increase in the 
number of those of employable age is likely to make a 
still further contribution to the ranks of the unemployed. 
After making allowance for those who have found jobs 
ipsoccupations which the above table does not cover, it is 

ated that the number of unemployed is about 
,000. 

Secretary Davis of the U. S. Department of Labor 
has stressed the seriousness of the problem confronting 
us in a rising production curve coupled with a falling 
employment curve.” “Is automatic machinery, driven by 
limitless power, going to leave on our hands a state of 
chronic and increasing unemployment? Is the machine 
that turns out our wealth also to create poverty? Is it 
giving us a permanent jobless class? The jobless 
and penniless man and his family are not proper con- 
sumers. They add little or nothing to that sum of na- 
tional demand that makes business, and keeps the country 
at work.” 

Secretary of Commerce Hoover is quoted as saying, 
“There is, to my mind, no economic failure so terrible in 
its import as that of a country possessing a surplus of 
every necessity of life with numbers willing and anxious 
to work, deprived of those necessities. It simply cannot 
be if our moral and economic system is to survive.” 


SocIAL AND ETHICAL EFFECTS 


Statistics are dry and concerned merely with the ebb 
and flow of the employment of human beings in our in- 
dustrial civilization. But mere figures do not tell the story 
of the far-reaching social as well as the psychological and 
moral bearings of unemployment. “Even more striking” 
(than figures), runs the report of the Wainwright Com- 
mission, “is the immediate effect of unemployment—the 
eos and degeneration of the workman who is 

of a job. He walks the streets in search of work, 
hopeful at first but as time goes on becoming more and 
more discouraged. The odd jobs he picks up bring in an 


™% Address before the Cleveland Industrial Exposition, August, 1927. 
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uncertain and very insufficient income. His whole life 
becomes unsteady. From undernourishment and con- 
stant anxiety his powers—mental, moral and physical— 
begin to degenerate. Soon he becomes unfit to work. 
Finally, he gives up in despair, his family is demoralized, 
pauperism and vagrancy result. In a large number of 
cases this is inevitable. The casual demand for labor 
brings into existence the casual worker. From being 
unable to get steady work a man becomes unable to do 
steady work—unreliable, inefficient, ‘good-for-nothing.’ 
During long periods of unemployment, good workmen 
degenerate into tramps. They become habituated to a life 
of idleness and uncertainty, so that when at last employ- 
ment is once more to be had, they are unfit for continuous 
labor. merely unemployed have become unemploy- 
able.” 


“The unemployed family,” writes Professor Stuart A. 
Rice, “discounts the future. Fortunately or unfortunately 
there is generally paid employment still available for 
women when the work for men has ceased. The home- 
keeper goes out to toil. It is the children who suffer most 
from this expedient. In many cases they remain alone. 

Very often they are placed in institutions. ‘ 

“The ill effects of unemployment are not confined to 
the period during which the worker is out of a job. They 
keep unfolding indefinitely after the wage earner has re- 
turned to work. Likewise, they long precede the actual 


- lay-off. 


[3] 


“The largest single factor in the physical and moral 
deterioration so often observed in an unemployed man 
is the damage done to his sense of up-standing self- 
importance within the group in which he moves. : 
Unless he is unusual in instincts of intelligence, the man 
who loses his job feels himself without ‘status’; he is an 
outcast from the herd. He is ‘not wanted’ by society. 

“A similar, though less explicit, injury is wrought upon 
the personality of the wife and mother. Humiliation of 
the family fortunes and the shabbiness they entail, the 
realization of her husband’s failure, the indignity of tasks 
and makeshifts regarded as beneath her—these things 
are not soon to be wiped off her account with the world.” * 

Shelby M. Harrison also calls attention to the “resent- 
ment on the part of the workers against an industrial 
situation in which insecurity and uncertainty of employ- 
ment are possible. It is not only unemployment but the 
fear of unemployment—the knowledge that any job is 
uncertain and insecure, subject to the fluctuations of eco- 
nomic change—which are responsible for much of our 
present industrial unrest.” 


Professor Lescohier strikingly summarizes the effects 
of this evil: 


“Unsteady employment attacks the worker’s efficiency 
in so many ways that probably no one could enumerate 
them all. It undermines his physique, deadens his mind, 
weakens his ambition, destroys his capacity for continu- 
ous, sustained endeavor ; induces a liking for idleness and 
self-indulgence; saps self-respect and the sense of re- 
sponsibility ; impairs technical skill; weakens nerve and 
will power; creates a tendency to blame others for his 
failure; saps his courage; prevents thrift and hope of 

2 New York State Employers’ Liability Commission Reports, 1910-1911 


(Wainwright Commission), No. 3, Unemployment and Lack of Farm Labor, 


1% National Bureau of Economic Research, op. cit., .pp. 105-9. 
47 Harrison, op cit., p. 11, 
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family advancement; destroys a workman’s feeling tuat 
he is taking good care of his family; sends him to work 
worried and underfed; plunges him into debt.” ” 


Because of these social results of unemployment and 
of its effects on the physical, mental and moral life of the 
individual the Social Service Commission of the Federal 
Council of Churches is urging earnest consideration and 
study by the churches in America of the following pro- 
posals for ameliorating unemployment, proposals which 
must be considered during periods of comparative pros- 
perity, since experience has shown that society can not 
and will not deal adequately with the problem if it is not 
faced until an industrial crisis is upon us. The proposals 
group themselves into four divisions. They aim in gen- 
eral: 


(1) To connect the unemployed with those desiring to 
employ workers. 

(2) To ensure those who are unemployed some measure 
of financial assistance. 


(3) To increase opportunities for employment during 
industrial crises. 


(4) To stabilize industry, thus reducing the number 
of those thrown periodically on the unemployment market. 


EMPLOYMENT AGENCIES 


Shelby M. Harrison and his associates in the Russell 
Sage Foundation have written a volume on the employ- 
ment agencies now existing in this country.” This is the 
most impartial and comprehensive survey of this subject 
ever attempted. It shows that present-day employment 
agencies are unable in any large way to perform the task 
of connecting the available man power out of employment 
with the employer who is actually looking for workers. 
The survey maintains: 

(a) That the want advertisement, one of the principal 
agencies for finding positions, is expensive ; that it tends 
to induce the worker unduly to change his job, thus lead- 
ing to a heavy turnover ; that it causes him a serious waste 
of time; subjects him to “fake” advertising, and increases 
the bargaining power of the employer at the expense of 
the employed. 

(b) That the bureaus operated by employers’ associa- 
tions, by trade unions, by social welfare and fraternal 
organizations, while performing a needed function, are 
individually and collectively inadequate when compared 
with the needs of the situation, and that some of them 
are open to serious objections. 

(c) That fee-charging agencies cover only a limited 
field and are subject to a number of abuses. Frank B. 
Sargent, writing for the U. S. Bureau of Labor, summar- 
izes the fraudulent methods alleged to have been prac- 
ticed by certain of these agencies: After receiving the 
fee, they fail to make an effort to find work for the ap- 
plicant. They send an applicant where no work or 
unsatisfactory work exists and whence he is unable to 
return on account of the expense involved. They are in 
many instances in collusion with the employer, who agrees 
to discharge the new workman to give place to still an- 
other applicant, the agent and employer dividing the fee. 
They charge exorbitant fees and at times induce workers 


%Don D. Lescohier, The Labor Market, p. 107. 
Regularization of Employment, pp. 22-5. 
Op. cit. 


See also H. Feldman, 
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who have been placed to leave—pay another fee—and 
get a “better job.” 


“Other evils charged against the employment age 
runs this government report, “are the congregating of 
persons for gambling or other evil practices, collusion 
with keepers of immoral houses and the sending of women 
applicants to houses of prostitution.” ” 

On the whole, the employers interviewed in the study 
conducted by Mr. Harrison regarded the private profes- 
sional and technical bureaus as reasonably efficient, though 
both employers and workers looked on the general labor 
agencies with indifference, suspicion or hostility. Fee- 
charging agencies, furthermore, “tend to limit themselves 
to the cream of the business and necessarily neglect that 
which is less profitable.” They lack coordination, one 
with the other, and this results in waste for both employer 
and employe. 


The Need for a Public Agency 


Mr. Harrison and his associates conclude that “an em- 
ployment system large enough to comprise our whole 
industrial situation is needed,”™ and that the most sub- 
stantial hope of such a system lies in the public bureaus. 
“In other words, since the non-public agencies taken to- 
gether fall short of meeting the quantitative needs of 
employment contact-making, since they leave important 
fields untouched which in the public interest should be 
provided for, and they are not well adapted to the require- 
ments either of impartiality or of service on a coordinated 
national scale, we are led to conclude that the devallj 
ment of a national system of public employment bureaus 
seems to offer the greatest immediate promise of meet- 
ing the unfilled and growing wants of industry and the 
community.” 


In response to the needs of the situation, local public 
offices have increased from 5 in 1890 in that many cities 
—all located in 1 state—to 197 in April, 1923, in 175 
cities and in 38 states and the District of Columbia.” 

An indication of the possibilities of public employment 
agencies may be found in the achievements of the United 
States Employment Service immediately after the World 
War. From January, 1918, to June, 1919, the service 
received calls for 12,104,184 workers; registered 7,133,- 
831; referred 6,470,516 to positions, and reported 
4,976,320 placements. “Approximately 10,000 persons 
were placed each working day for the eighteen-month 
period,” writes Professor Gordon S. Watkins, “without 
any charge to the worker and at a cost to the nation of 
only $1.34 per placement. The saving in fees to men 
and women placed by the cooperative efforts of federal, 
state and municipal offices is estimated at not less than 
$10,000,000, while many more millions were saved in 
hours of labor gained by minimizing the time lost on the 
part of workers between jobs, and in reducing labor turn- 
over.” 

The Wainwright Commission of New York, after an 
exhaustive study here and abroad, urged the establish- 
ment of a “system of public employment offices” in New 
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*® Frank B. Sargent, Statistics of Unemplo 
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% Harrison, op. cit., p. 102. 

= Ibid, p. 624. 

% Watkins, Introduction to the Study of Labor Problems, p. 244; Seventh 
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family advancement; destroys a workman’s feeling that 
he is taking good care of his family; sends him to work 
worried and underfed; plunges him into debt.” * 

Because of these social results of unemployment and 
of its effects on the physical, mental and moral life of the 
individual the Social Service Commission of the Federal 
Council of Churches is urging earnest consideration and 
study by the churches in America of the following pro- 
posals for ameliorating unemployment, proposals which 
must be considered during periods of comparative pros- 
perity, since experience has shown that society can not 
and will not deal adequately with the problem if it is not 
faced until an industrial crisis is upon us. The proposals 
group themselves into four divisions. They aim in gen- 
eral: 


(1) To connect the unemployed with those desiring to 
employ workers. 

(2) To ensure those who are unemployed some measure 
of financial assistance. 

(3) To increase opportunities for employment during 
industrial crises. 

(4) To stabilize industry, thus reducing the number 
of those thrown periodically on the unemployment market. 


EMPLOYMENT AGENCIES 


Shelby M. Harrison and his associates in the Russell 
Sage Foundation have written a volume on the employ- 
ment agencies now existing in this country.” This is the 
most impartial and comprehensive survey of this subject 
ever attempted. It shows that present-day employment 
agencies are unable in any large way to perform the task 
of connecting the available man power out of employment 
with the employer who is actually looking for workers. 
The survey maintains: 


(a) That the want advertisement, one of the principal 
agencies for finding positions, is expensive; that it tends 
to induce the worker unduly to change his job, thus lead- 
ing to a heavy turnover ; that it causes him a serious waste 
of time; subjects him to “fake” advertising, and increases 
the bargaining power of the employer at the expense of 
the employed. 


(b) That the bureaus operated by employers’ associa- 
tions, by trade unions, by social welfare and fraternal 
organizations, while performing a needed function, are 
individually and collectively inadequate when compared 
with the needs of the situation, and that some of them 
are open to serious objections. 

(c) That fee-charging agencies cover only a limited 
field and are subject to a number of abuses. Frank B. 
Sargent, writing for the U. S. Bureau of Labor, summar- 
izes the fraudulent methods alleged to have been prac- 
ticed by certain of these agencies: After receiving the 
fee, they fail to make an effort to find work for the ap- 
plicant. They send an applicant where no work or 
unsatisfactory work exists and whence he is unable to 
return on account of the expense involved. They are in 
many instances in collusion with the employer, who agrees 
to discharge the new workman to give place to still an- 
other applicant, the agent and employer dividing the fee. 
They charge exorbitant fees and at times induce workers 


% Don D. Lescohier, The Labor Market, p. 107. 
Regularization of Employment, pp. 22-5. 


Op. cit. 


See also H. Feldman, 
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who have been placed to leave—pay another fee—and 
get a “better job.” 


“Other evils charged against the employment age 
runs this government report, “are the congregating of 
persons for gambling or other evil practices, collusion 
with keepers of immoral houses and the sending of women 
applicants to houses of prostitution.” ” 


On the whole, the employers interviewed in the study 
conducted by Mr. Harrison regarded the private profes- 
sional and technical bureaus as reasonably efficient, though 
both employers and workers looked on the general labor 
agencies with indifference, suspicion or hostility. Fee- 
charging agencies, furthermore, “tend to limit themselves 
to the cream of the business and necessarily neglect that 
which is less profitable.” They lack coordination, one 
with the other, and this results in waste for both employer 
and employe. 


The Need for a Public Agency 


Mr. Harrison and his associates conclude that “an em- 
ployment system large enough to comprise our whole 
industrial situation is needed,”™ and that the most sub- 
stantial hope of such a system lies in the public bureaus, 
“In other words, since the non-public agencies taken to- 
gether fall short of meeting the quantitative needs of 
employment contact-making, since they leave important 
fields untouched which in the public interest should be 
provided for, and they are not well adapted to the require- 
ments either of impartiality or of service on a coordingged 
national scale, we are led to conclude that the ‘eval 
ment of a national system of public employment bureaus 
seems to offer the greatest immediate promise of meet- 
ing the unfilled and growing wants of industry and the 
community.” 

In response to the needs of the situation, local public 
offices have increased from 5 in 1890 in that many cities 
—all located in 1 state—to 197 in April, 1923, in 175 
cities and in 38 states and the District of Columbia.” 


An indication of the possibilities of public employment 
agencies may be found in the achievements of the United 
States Employment Service immediately after the World 
War. From January, 1918, to June, 1919, the service 
received calls for 12,104,184 workers; registered 7,133,- 
831; referred 6,470,516 to positions, and reported 
4,976,320 placements. “Approximately 10,000 persons 
were placed each working day for the eighteen-month 
period,” writes Professor Gordon S. Watkins, “without 
any charge to the worker and at a cost to the nation of 
only $1.34 per placement. The saving in fees to men 
and women placed by the cooperative efforts of federal, 
state and municipal offices is estimated at not less than 
$10,000,000, while many more millions were saved in 
hours of labor gained by minimizing the time lost on the 
part of workers between jobs, and in reducing labor turn- 
over.” 


The Wainwright Commission of New York, after an 
exhaustive study here and abroad, urged the establish- 


ment of a “system of public employment offices” in New 


*® Frank B. Sargent, Statistics of Unemployment and the Work a 
ployment Offices, p. 36 (U. S. Bureau of Labor Bulletin, No. 109, 
ington, 1913); see Harrison, op. cit., p. 5. 

™ Harrison, op. cit., p. 102. 

Tbid, p. 624. 

% Watkins, Introduction to the Study of Labor Problems, p. 244; Seventh 
Annual Report of the Secretary of Labor, 1919, pp. 292-3. 
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York State, on the ground that “much of that unemploy- 
i which is due to maladjustment—to the failure of 

and and supply to find each other—can be eliminated 
by such a system.” ™ The Second Industrial Conference, 
called by President Wilson in 1920, recommended “a 
national system of unemployment exchanges, municipal, 
state and federal, which shall in effect create a national 
employment service.” 

A later Conference on Unemployment called by Presi- 
dent Harding placed itself on record in favor of “an 
adequate permanent system of public employment offices,” 
while Governor Smith’s Reconstruction Commission of 
New York recommended a “state employment service 
looking toward an ultimate state monopoly in this field, 
excepting possibly a small number of union agencies and 
private agencies supplying service of a personal and 
professional character.” * 

With the establishment of a national employment 
bureau, properly coordinated with state and local bureaus, 
we would probably obtain, for the first time in our history, 
statistics of a reliable nature in regard to the actual ex- 
tent of unemployment in various trades and in various 
parts of the country. On the basis of these statistics the 
general problem of unemployment could be grappled with 
far more effectively than on the present basis of vague 
rumors, impressions and scattered investigations. 

An efficient public employment service is therefore valu- 
able in reducing the unemployment that exists as a result 

ignorance of the demand for labor. The establishment 

these bureaus cannot, however, by any stretch of the 
imagination be regarded as an adequate solution of the 
problem of unemployment. 


EASING THE BURDEN OF UNEMPLOYMENT— 
UNEMPLOYMENT INSURANCE 


It is generally acknowledged that, on account of seasonal 
occupations and recurring periods of depression, as well 
as other maladjustments of our economic structure, we 
are likely to have many thousands out of work for years 
to come, despite a system which would find jobs for those 
out of work. Recognizing this fact, many efforts have 
been made to provide financial aid to those involuntarily 
unemployed. This aid has been extended largely under 
the form of unemployment insurance—insurance provided 
by the community, by trade unions, and by the plant or 
the industry. All forms of such insurance are based upon 
the gradually increasing belief that unemployment is not 
to any considerable extent a matter of personal responsi- 
bility but a social phenomenon ; that “as a problem it can- 
not be met by throwing the burden on those who happen 
to be unfortunate enough tg be out of work”™ and that 
those who suffer from the risk of unemployment should 
combine in some way for mutual protection. 


The most illuminating example of unemployment in- 
surance conducted by the community is that of England, 
carried on without interruption since 1911. The first step 
in the program of insurance in England was the organ- 
ization in 1910 of a national system of unemployment 

hanges. This was followed by a system of compulsory 


% New York State Employers’ Liability Commission Reports, 1910-1911 
(Wainwright Commission), No. 3, Unemployment and Lack of Farm Labor, 


See National Bureau of Economic Research, op. cit., 

% See Chapter XVIII, “Unemployment Insurance,” by Dr. Wolman 
in Business Cycles and Unemployment. 
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national insurance in 1911, a scheme which, the next year, 
covered more than 2,000,000 workers, and eight years 
later extended practically to the whole industrial popula- 
tion of England—to about 12,000,000 men and women. 
The benefits have been small, amounting to from one- 
fourth to one-fifth of the average weekly wages of men 
and women in England. They have at times been sup- 
plemented by funds from trade unions, benefit societies, 
individual employers and industrial councils, and the acts 
have contained provisions encouraging such agencies to 
supplement the benefits received from the insurance fund. 

The contributions to the insurance fund have come from 
three sources—the employer, the employe and the state. 
The share of the state has varied from one-fourth to one- 
fifth of the total contributions, in addition to out-of-work 
donations and the administrative costs. The contributions 
of the workers have probably been less than 1 per cent 
of their average earnings, and of the employers, a little 
more than 1 per cent of their wages bill. A worker out 
of a job is adjudged unemployed under the act unless he 
has lost employment through misconduct, has voluntarily 
left his employment without just cause, or has refused 
to accept suitable employment. He is not disqualified 
from benefit if he has declined an offer of employment 
where a trades dispute exists, or under conditions less 
favorable than he habitually obtained in his ordinary em- 
ployment. The germ of the idea of preventive insurance 
was contained in the 1920 Act which permitted industries 
with a comparatively low rate of unemployment to under- 
take a special plan of unemployment insurance. 

A feature of the plan is the public employment exchange, 
designed to decrease the period of waiting between jobs, 
to assist the less organized workers to find jobs, to enable 
the government to measure the volume of unemployment, 
and to operate the scheme of compulsory insurance. 

The experience of England with compulsory unemploy- 
ment insurance seems to show that the plan is workable. 
Unemployment can be defined, and fraud and evasion 
largely eliminated. “The benefits, to be sure, have been 
small—but conditions in England doubtless have been 
considerably better than they would have been in the 
absence of insurance. Workmen, moreover, who have 
received unemployment benefit have been made aware of 
the difference between insurance benefits and Poor Law 
relief. The opposition to compulsory state insurance that 
characterized the debates preceding the adoption of the 
Act of 1911 has in large measure subsided. Little is now 
said of paternalism and of unwarranted state interference 
with private enterprise. The terms of the criticism are not 
to any considerable extent concerned with general opposi- 
tion to state insurance but rather with opposition to par- 
ticular features of the system and to the pauperizing 
effects of the Poor Law grants, which are operated by the 
Boards of Guardians and are entirely separate from’ the 
unemployment insurance. However, unemployment insur- 
ance, Poor Law grants, old age pensions, and health 
insurance are more or less associated in the public mind 
of the United States to the disadvantage of unemployment 
insurance. With all of its possible shortcomings, it is 
probably no exaggeration to conclude that compulsory 
insurance against unemployment has become a permanent 
feature of English economic life.”” In Germany, Italy, 
Austria, Czechoslovakia, and Russia also unemployment 


™ National Bureau of Economic Research, Business Cycles and Unem- 
ployment, p. 340. 


—and 
ig of 
usion 
omen i 
study 
ofes- 
ough 
labor 
Fee- 
selves 
: that 
one 
loyer 
1 em- 
whole 
sub- 
eaus, 
n to- 
Is of 
rtant 
Id be 
juire- 
nated 
reaus 
meet- 
d the 
cities 
1 175 
yment 
Jnited 
Norld 
ervice 
,133,- 
yorted 
rsons 
nonth 
ithout : 
on of 
men 
deral, 
than 
ed in : 
mn the 
turn- 
er an 
blish- 
New 
| 
= 
igs 


Saturday, March 17, 1928. 


benefits are provided by compulsory state insurance plans, 
while in Belgium, Denmark, France, Norway and other 
countries of Europe, unemployment benefits are paid by 
trade unions, and subsidies are received from the state. 
The new German law, which went into effect October 1, 
1927, insures 17,000,000 workers by a system in which 
the entire cost falls upon the industries through payments 
by employers and employes. The insurance is compulsory 
as in Great Britain. 

There have been several other forms of unemployment 
insurance abroad. Among them is the “Ghent system,” 
whereby cities put at the disposal of certain qualified 
organizations fixed sums of money to be used by them 
in the dispensation of unemployment relief. This form 
exists to some extent in Belgium, Denmark, Holland, 
Norway, and Switzerland.* The main disadvantage of 
this system has been that it does not reach more than a 
small number of the unorganized workers. 


Another expedient is “plant” insurance, organized on 
the basis of an industrial plant or a group of plants. The 
Rowntree and Cadbury Brothers experiments, supple- 
menting the insurance paid by the state, have been most 
noteworthy. In the Rowntree plan, the fund is admin- 
istered entirely by the workers.” 


Unemployment Insurance in the Clothing Industry 


In the United States the most significant unemployment 
insurance plans have been those found in the clothing 
industry. In June, 1921, an agreement was entered into 
between the Cleveland Joint Board of the International 
Ladies’ Garment Workers and the Cleveland Garment 
Manufacturers’ Association whereby the Association 
guaranteed a minimum period of employment for each 
regular worker—about 4,000 in number—with compensa- 
tion for all unemployment above the allowed maximum. 
In return for this guarantee, the workers agreed to cer- 
tain production standards. Under the present provi- 
sions, all regular employes are guaranteed 40 weeks em- 
ployment per year. Probationary workers and “casuals” 
are excluded. The latter include those hired not more 
than 4 weeks in each of the two busy seasons. Nor do 
workers who have voluntarily quit their employment, or 
who are discharged for cause, share in the provisions of 
the agreement. If the worker fails to secure work for 
the 40-week period, he is entitled to 50 per cent of his 
minimum wage for the unemployed portion, payment com- 
mencing after 12 weeks of unemployment, or their 
equivalent. The employer contributes to the fund every 
week a percentage of the total direct labor payroll of the 
plant. The workers do not contribute to the fund. Each 
employer receives back at the end of the year any amount 
not used to pay unemployment benefits to his employes. 
It is claimed that this system furnishes an incentive for 
the reduction of unemployment ; that it gives a competitive 
advantage to the efficient employer and that it has actually 
reduced unemployment. In the six months period of 
1921, 34 per cent of the total funds paid in was used to 
pay benefits, while 66 per cent was returned to the em- 
ployers. In 1922, only 21 per cent was distributed and 
79 per cent returned. In 1923, a good year, 87 per cent 


% See District No. 2, U. M. W. of A., Some Aspects of Unemployment 
(Clearfield, Pa., U. M. W., 1924), p. 7. 


® Rowntree, B. Seebohm, “Prevention and Compensation of Unemploy- 
ment,” in International Labor Review, December, 1921. 


reverted to the employers. Those unemployed are allowed 
to accept temporary employment elsewhere without ed: 
udice to their unemployment fees. If any disagree 
arises, the case is first brought up before the employer or 
his representative and the worker or his agent. If it is 
not settled, it is then referred to the managers of the 
Association and the Union, and, if necessary, to the Im- 
partial Chairman of the industry. The cost of administra- 
tion is borne equally by the Association and the Union. 

Differing widely from the Cleveland plan is that of the 
Amalgamated Clothing Workers of Chicago, employed 
in the men’s garment industry. This is the most extensive 
unemployment plan established in this country, including, 
as it does, in its scope no less than 35,000 workers. 

(1) In the Chicago plan, both workers and employers 
contribute to the unemployment fund—the employers, 1% 
per cent of their payroll; the workers, 11% per cent of 
their weekly earnings. (2) There is no guaranteed period 
of employment, but compensation is given for all unem- 
ployed time up to a maximum of five weeks a year. (3) 
Funds are not returned periodically to the employers, but 
unused sums are kept for distribution as unemployment 
insurance. 

The plan provides for the formation of a board of 
trustees which receives from the employer the latter's 
contributions together with the worker’s share which is 
withheld from his wages. The benefits paid from the 
fund amount to 40 per cent of a worker’s full-time wages, 
but not to exceed $20 a week. Workers not ie Ts 
on full time may not be credited with wages and berm? 
of more than $50 in any one week. “Short time” is re- 
garded as unemployment only when the idle time is in 
excess of 4 hours a week. A worker must be without 
work for 44 hours before his unemployment benefit com- 


‘ mences. Every hour of overtime offsets one hour of un- 
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employment. 

Only those workers who have been in the union for 
one year and who have regularly contributed to the unem- 
ployment fund while at work are eligible for the benefits. 
Professor John R. Commons is president of the board 
of trustees of the unemployment fund. Several other 
unions have likewise established funds. 


Other industries in which unemployment insurance 
funds have been established by unions and employers are 
the cloak and suit industry in New York City, the dress 
industry in New York City, the cloth hat and cap indus- 
try in New York City and St. Paul, Minn., the lace in- 
dustry in Kingston, N. Y., and the lace industry in 
Scranton, Pa. 

Two unions, the Diamond Workers and the Siderog- 
raphers, provide unemployment insurance, and the United 
Wall Paper Crafts have an agreement with their em- 
ployers which guarantees 50 weeks employment, or 45 
weeks at full pay and 5 weeks at half pay. 

Discussing the relative advantages of the system of 
guaranteed employment and the straight unemployment 
insurance plan, the Labor Bureau, Inc., which outlined the 
report submitted to District No. 2 of the United Mine 
Workers, maintains that, while the former has eee 
work well in Cleveland, “a chaotic industry like bi 
nous coal will certainly be on safer grounds if it estab- 
lishes straight unemployment insurance as an immediate 
measure while keeping in mind the ultimate goal of 
lengthening the actual period of employment through 
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fundamental reconstruction of the industry rather than 


es an artificial guarantee which may well be either 
enforceable or unavailing.” ” 


Other Unemployment F unds 


The best known examples of unemployment funds in- 
stituted by employers without any agreement with the 
union are those in connection with the Dutchess Bleach- 
ery, the Rockland Finishing Company, the Dennison 
Manufacturing Company, Columbia Conserve Co., United 
Diamond Works, Inc., Crocker McElwain Co., John A. 
Manning Paper Co., S. C. Johnson & Son, Leeds and 
Northrup Co., Procter & Gamble Co., and American Cast 
Iron Pipe Co. In the first two instances, the fund, 
which is set aside out of profits of the concerns, is ad- 
ministered by a committee of workers, and in the case 
of the Dennison Company, of both workers and employ- 
ers. Unemployment is defined in considerable detail, and 
benefits range from 50 per cent to 90 per cent of normal 
wages. The plans are quite similar to those of Rowntree 
and Cadbury in England, which supplement the benefits 
given by the state. 

The Dennison Company set aside a fund of $20,000 in 
1916 as a basis for the unemployment benefits and made 
additional appropriations in the following years. The 
amount of unemployment compensation actually paid out 
from 1920 to 1926 inclusive was as follows: 1920, $4,490; 
1921, $22,989; 1922, $1,510.15; 1923, $1,348.27; 1924, 

168.74; 1925, $8,882.68; 1926, $20,942.70. These 

jounts constituted less than 1 per cent of the payrolls. 

n January 1, 1927, the total amount in the fund was 
$117,000. However, at present writing no provision has 
been made for the renewal of the fund when it is gone. 
The Dutchess Bleachery, Inc., paid its workers during the 
years 1920 to 1926 from one-half of one per cent to three 
per cent of its payroll (1922, 3 per cent; 1923, 0.7 per 
cent; 1924, 0.8 per cent; 1925, 1.2 per cent; 1926, 0.5 
per cent).” 

While there are no systems of compulsory insurance in 
existence in the United States, several bills have been in- 
troduced looking toward unemployment insurance in the 
national and state legislatures. These states are Connect- 
icut, Massachusetts, Minnesota, New York, Pennsylvania 
and Wisconsin. 

The most serious proposal was the Huber bill in 
Wisconsin, drafted by Professor Commons. The bill 
was defeated but it attracted wide attention. It covered 
most of the employes in the state. The cost of compensa- 
tion was assessed entirely against the employers—the 


- workers and the state contributing nothing. The liability 


for any worker rested upon his last employer prior to 
the period of unemployment. To receive insurance the 
worker must show that he was employed in the state for 
a half year; continuously unemployed within the provi- 
sions of the statute, capable and willing to work, but 
unable to find suitable employment. Among those disquali- 
fied, as under other systems, were those who had volun- 
tarily quit their jobs without reasonable cause, who had 
become unemployed through their own fault or as a result 

a strike or lockout, or who had become inmates of a 
6: workhouse or other institution. Benefits were 
fixed at $1.00 to $1.50 per day for adults and one-half 


* Tbid., p. 22. 


National Bureau of Economic op. 
correspondence. See also Feldman, op. , Chapt 
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for minors between 16 and 18. These rates could be 
changed by the State Industrial Commission in accordance 
with changes in the cost of living. The total benefits 
could not exceed one week for every four employed or 
13 weeks for the year. A worker must be out of em- 
ployment 3 days before unemployment was considered to 
have commenced. Several bills have at one time or an- 
other been introduced at Washington for a federal system 
of unemployment insurance. While these have obtained 
the endorsement of such organizations as the American 
Association for Labor Legislation, they have been opposed 
by the American Federation of Labor on the ground that 
the workers should look to the trade unions rather than to 
the state for the improvement of their condition. 


DEVELOPMENT OF PuBLIC Works 


A third plan suggested for dealing with the problem of 
unemployment—the first two related to employment ex- 
changes and unemployment benefits, respectively—is that 
of creating work for the unemployed, largely through the 
construction of public works. 


Assuming that every private plant has done its part in 
stabilizing production, as Otto T. Mallery, member of the 
Pennsylvania State Industrial Board, brings out, a con- 
siderable fluctuation in employment will remain and ‘ “gov- 
ernment—federal, state and municipal—would obviously 
increase the value of its services to the public, could it 
absorb a part of this fluctuation by conscious expansion 
and contraction of its public works at specific times and 
in reverse direction to the flow of private industry.” * 


There is much public work that could be planned in such 
a way as materially to reduce unemployment in times of 
crisis. It includes the building of roads, the improvement 
of rivers and harbors, the erection of lighthouses, the 
conservation of forests, the cutting through of trails in 
the national forests, flood control, irrigation, the erection 
of public buildings such as post offices, court houses, hos- 
pitals, departmental buildings and schools, and the de- 
velopment of such unusual projects as the Boulder Canyon 
power dam in Arizona. 

Construction of this character in periods of depression 
would, it is contended, greatly decrease the number of 
the unemployed, decrease the necessary appropriations 
for poor relief and for the more remote by-products of 
poverty, increase the purchasing power of the wage 
earner, and thus stimulate food, clothing, railroad and 
other lines of industry. Furthermore, the cost to the 
public of materials, capital and labor during periods of 
depression is likely to be somewhat less than during bet- 
ter times. 


A proposal of this nature for relieving the unemploy- 
ment situation would, of course, involve long-term plan- 
ning. A clause could be inserted in the ordinary appro- 
priation bills for the building of public roads, for instance, 
reserving a certain part of the appropriation—say 20 
per cent—for expenditure only at such times as the Presi- 
dent, Governor or Mayor should find a period of national 
unemployment and industrial depression to exist. Or a 
bond issue could be voted, to be sold only during a period 
of unemployment. Plans should be made before the 
country is confronted with a period of depression, ac- 
cording to Mr. Mallery, otherwise months are likely to 


ge Planning of Public Works” by Otto T. Mallery, 
Business Cycles and Unemployment, pp. 231 ff. 


it is 7 
the 
Im- j 
stra- 
the 
oyed 
\sive 
ling, 
“WY, 
it of | 
riod 
| 
= 


Saturday, March 17, 1928. 


be wasted before any effective action is taken. When 
unemployment becomes acute, relief is likely to be hap- 
hazard in its nature and little effective coordination be- 
tween local, state and federal authorities can be expected. 


During the crisis of 1921, Senator Kenyon sought to 
carry out the recommendations of the President’s Con- 
ference on Unemployment by the introduction of a bill, 
the stated object of which was to prepare for future 
cyclical periods of depression and unemployment by sys- 
tems of public works. It authorized all public works 
agencies to make advance engineering plans and to keep 
them up to date, so as to permit of immediate construc- 
tion during times of crisis. Congress could then decide 
which of the possible public works should be started. 
It provided for the monthly publication of statistical data 
on production, trade, and commerce, thus giving to the 
country a picture of the health of industry, and providing 
a guide to federal, state and city governments in deter- 
mining where public works should be expanded and con- 
tracted. 

The final clause gave to the President power to expe- 
dite or retard public works in accordance with general 
business conditions, in the event that Congress had not 
stipulated otherwise. Among the advocates of the Ken- 
yon bill were the President’s Conference on Unemploy- 
ment, the Federated American Engineering Societies, the 
American Federation of Labor, the Associated General 
Contractors of America and the American Association 
for Labor Legislation. It was favorably reported by the 
Committee on Education and Labor,” but was defeated 
partly through Congressional fear of too much power 
to the Executive. 

In the crisis of 1921-22, as a result of the recom- 
mendation of the President’s Conference, American cities, 
according to Mr. Mallery, “made the greatest effort on 
record to expand public works during an unemployment 
period.” The mayors of 125 cities with a population of 
25,500,000 reported to the Conference that public works 
were being energetically pushed. In Baltimore, for in- 
stance, about one-half of the registered unemployed were 
given jobs by city departments. “The volume of pub- 
lic works exceeded any year since 1914 in paving, sewers, 
and school buildings; in the laying of water pipes all 
records were broken; work was done as economically as 
heretofore by regular forces. In Lynchburg (Va.) more 
public work was done than in five years preceding. In 
another city (Fitchburg, Mass.) in all lines public 
works of 1921 were double those of 1920.” And yet 
the relief that cities alone were able to give was inade- 
quate. This remedy will probably be given increasing 
attention as the years go on. 

Many economists and business men have long urged 
this method of alleviating the unemployed problem, while 
the National Unemployment League (190° Montague 
Street, Brooklyn) has recently been established for the 
express purpose of educating public opinion along these 
lines. 

In recognition that unemployment is assuming signifi- 
cant proportions a bill” has been introduced in Congress 


*U. S. Sixty-seventh Congress, 2d Session, S—27a, introduced Novem- 
ber 16, 1921; Hearings before Senate Committee on Education and Labor, 
mber 21 and 22, 1921; Congressional Record, February 16, 1922, pp. 
2,948-53, 2,957-60. 
*% National Bureau of Economic Research, op. cit., p. 242. 
Congress, S. 2475. 
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rural post roads, river and harbor improvements, fl 
control, and public buildings outside of the District 
Columbia. Work under this would be authorized and 
undertaken when it is apparent that a marked decrease of 
employment is under way in the construction industry of 
the United States. It is thought that such public works 
would absorb many workers who lose their jobs as the 
result of a depression. Such public works also stimulate 
the production of building materials and provide work 
for employes in many industries. 

The bill sponsored by the National Unemployment 
League provides for the establishment of a federal unem- 
ployment commission which would investigate the need 
for public works in the various states and prepare pre- 
liminary plans which would be available when Congress 
should declare that an unemployment emergency exists. 

States and cities can also provide a vast amount of 
work by undertaking construction projects at this time. 
The State of New York has appropriated $37,000,000 for 
roads, buildings and other projects. 


appropriating $150,000,000 for public works, se 


STABILIZING INDUSTRY 


We have briefly considered three general proposals for 
the relief of the recurring evil of unemployment. These 
proposals include the establishment of a comprehensive 
system of public employment agencies which will bring 
the worker in touch with available jobs; the relief of the 
worker while he is unemployed through unemploy 
funds and unemployment insurance, and the actual @%- 
ployment of the unemployed through the development of 
public works. 


The fourth group of suggestions for the alleviation 
of this problem concerns itself with the stabilization of 
industry, to the end that the periods of intense activity, 
on the one hand, and of widespread depression and un- 
employment, on the other, may be avoided within par- 
ticular industrial plants and within industry as a whole. 

A number of firms have thus far done something 
through careful planning toward the steadying of their 
businesses. 


“During the recent depression,” writes Sanford E. 
Thompson, of the Thompson and Lichtner Company, 
Engineers, “a few manufacturing concerns in nearly all 
industries maintained almost normal production and em- 
ployment. This exceptional condition in a few cases may 
have been due to fortunate conditions, but in general the 
avoidance of appreciable losses and the maintenance of 
nearly constant employment can be traced to a definite 
policy adhered to on the rising as well as on the falling 
market—a policy based on keen study of the situation 
and, in a few cases, on scientific analysis of production 
and of market and banking conditions. Coupled with 
this, and as an essential feature of it, we find good finan- 
cial and labor management making for economical pro- 
duction and extensive sales.” ™ 


In detail, most successful firms gathered careful sta- 
tistics regarding production, costs, new orders, etc., and 
made practical application to purchases, manufact 
and sales. They conserved their assets during prosperous 
times. They adhered closely to a budget prepared for 
the year and broken up into months. They kept the vol- 


% Chapter on “Methods of Stabilizing Production and Distribution,” in 
Business Cycles and Unemployment, pp. 134 ff. 
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ume of goods produced in proper relation to the new 
ders received. They refused to take part in the orgy 
purchases during the period of inflation preceding the 
crash. They avoided excessive sales that invited can- 
cellation of orders. They gave more consideration than 
their competitors to the interests of the consumer and of 
the wage earner. 


When the period of depression was upon them, they 
did their best to liquidate their inventories quickly, to 
adjust their prices to replacement values, reduce the costs 
of manufacture, improve the quality, so as to enhance 
the demand, develop the plant and organization for future 
business, utilize the profits made during good times for 
payments to out-of-work employes, and adopt a scientific 
selling system. 

According to Dr. N. I. Stone, formerly general man- 
ager of the Hickey-Freeman Company, somewhat similar 
measures to lessen seasonal fluctuations and avoid unem- 
ployment are being taken by a few leaders in such highly 
seasonal industries as that of clothing. The social evils 
of seasonal work are well known. 


The firms seeking to avoid these evils, according to Dr. 
Stone and Mr. Thompson, chief among them the Den- 
nison Manufacturing Company, have followed these rules: 


They have planned their production well in advance. 
They have manufactured for stock during quiet times. 


They have developed one or more staple articles on - 


which the plant could be kept busy between seasons. 
hey have induced customers to place their orders and 
accept deliveries well in advance of the season. 
They have transferred surplus help from one occupa- 
tion to another or from one department to another. 


In addition they have sought to develop special ex- 
cellence in their products, to produce a different line of 
goods for different seasons and to reduce prices at stra- 
tegic intervals. Unfortunately the firms that have con- 
sciously been working along these lines constitute but 
an infinitesimal number in comparison with the firms 
which accept the seasonal character of their industry as 
inescapable.” 

A number of social devices are also being urged by 
economists for the stabilization of industry, the lessening 
of the severity of economic crises and the consequent 
lessening of unemployment. 

Professor John R. Commons thus describes the course 
of the business cycle, with its period of inflation and 
deflation, of prosperity and adversity: The period of 
depression is over. The demand for goods increases. 
“Prices rise, wages rise; profits swell; everybody is con- 
fident and overconfident; speculation overreaches itself ; 
the future looks more assuring than it is; too many build- 
ings and factories are constructed; then the inevitable 
collapse. Hundreds of thousands of workingmen are 
laid off. Business establishments go into bankruptcy 
and liquidation. The credit system breaks down. Then 
the cycle repeats itself.” ” 

The devices for flattening somewhat the curve of the 
siness cycle include, among other things, the control 


Perhaps the most comprehensive study of methods of 
pon within an industry is H. Feldman’s Regularization of 
‘art 
% Commons, “Prevention of Unemployment,” American Labor Legislq- 
tion Review, Vol. XII, No. 1, March, 1922, pp. 19, 20. 
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of bank credits. Professor Thomas S. Adams, of Yale, 
sets forth a number of suggestions.” 


(1) That discount rates of the Federal Reserve Banks 
be sharply raised, regardless of reserve ratios, when the 
capital and labor of the country are fully employed and 
when the giving of additional credit would lead merely 
to fruitless speculation and not to increased production 
for which there was an effective demand. Many of the 
worst periods of economic depression have followed un- 
natural booms in business, based on vague hopes of in- 
creasing sales. These booms were made possible by the 
free extension of credit to speculators. The raising of 
discount rates by the Federal Reserve would, it is urged, 
tend to discourage too great an amount of borrowing. 


(2) That the legal reserve requirements against fed- 
eral reserve notes and deposits be raised, since the present 
ratios are misleading guides of a sound credit policy. 


On the ground that the increase of rates by the Federal 
Reserve “fails to repress the speculator feverishly bent 
on anticipating an expected jump in prices,” there have 
been a number of further suggestions for decentralized 
credit control or what has been called “selective credit.” 
The suggestion of O. M. W. Sprague is that “commercial 
banks generally should insist upon an improving ratio 
between current assets and liabilities during periods of 
active business and large profits.” In general the oppo- 
site condition has characterized past practice. Professor 
Adams maintains that the effectiveness of this proposal 
would depend largely on the success the economists of 
the country have in determining the approximate dura- 
tion of the prosperity phase of the business cycle. 


Professor Adams concludes that a complete survey of 
financial devices for mitigating industrial crises would 
include an examination of various plans for stabilizing 
the purchasing power of the dollar, including that of Pro- 
fessor Irving Fisher of Yale University—namely the ad- 
justing of the amount or of the weight of the gold bullion 
in the dollar as the average price level goes up and down. 


“There is no simple device,” Professor Adams adds, 
“which it is reasonable to insist shall be employed by 
business men or by bankers. As we approach the crest 
of a boom in any particular trade or industry, it is desira- 
ble that buying and commitments should be reduced, and 
that to this end credit accommodation to that trade or 
industry should be restricted. Such action, to business 
man and banker, represents not only their self-interest, 
but their public obligation.” But “the ways and means 
of controlling credit—financial devices, in short—are thus 
subordinate to knowledge of the cycle.” 


The economist, John A. Hobson, while agreeing that 
checks, such as those pointed out above, can have their 
effect in lessening economic crises and therefore unem- 
ployment, nevertheless contends that these checks “are 
made less effective by the existence of an improperly di- 
gested surplus in the economic system, and only operate 
after much waste of productive power has taken place.” 


Under present conditions, he contends, we find on the 
one hand a very considerable amount of underconsump- 
tion due to the poverty of the masses, and a very con- 
siderable amount of oversaving due to the accumulation 
of surplus wealth in the hands of the minority. 


® See Chapter XV on “Financial Devices for Controlling or Mitigating 
the Severity of Business Cycles” in Business Cycles and Unemployment, 
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The saving by the wealthy of a large part of their in- 
come—since many find it difficult to spend any consider- 
able amount of the rent, profit and interest received— 
means the injection into the industrial system of a larger 
quantity of new forms of capital than are economically 
needed to maintain the future supply of commodities at 
a rate commensurate with consumption. “The endeavor 
to use this excessive capital to produce commodities re- 
sults in that congestion of the system which is the imme- 
diate cause of trade depression and of unemployment.” “ 


OTHER Factors 


On the other hand, a more equitable distribution of 
wealth is necessary, Mr. Hobson contends, if we are ever 
completely to remove the evil of unemployment. 

Professor Gordon S. Watkins of the University of 
Illinois writes in similar vein: 

“Inequalities in the distribution of wealth and income 
mean that the great mass of the population is deprived 
of purchasing power, while a minority have more of such 
power than they can use and must invest their surplus 
in productive enterprises. This results in further con- 
centration of wealth and greater disparities in the dis- 
tribution of incomes. A few live in affluence, while the 
many are inadequately fed, poorly clothed, badly housed, 
and uneducated. In view of such disparity it is idle to 
speak of overproduction as the cause of unemployment; 
rather it is the lack of buying power on the part of the 
majority of the population. The home market remains 
undeveloped so long as many people are unable financially 
to purchase the bare necessities, to say nothing of the 
reasonable comforts of life. An impoverished popula- 
tion is a poor trade asset; the relative inability of the 
wage-earning classes to buy is a direct cause of the dis- 
counting of the home market and the resulting unem- 
ployment. It is well to remember that not only lack of 
purchasing power curtails demand for the products of 
industry and causes unemployment, but also that unem- 
ployment in turn decreases further the ability to purchase 
and the necessity for production. Unemployment in basic 
industries soon slows up production in less essential in- 
dustries such as the manufacture of automobiles, and the 
wave of unemployment spreads.” “ 


It might also be added that the comparatively high 
wages and comparatively slight wage reductions during 
the last few years in America have probably had a real 
effect in lengthening the last period of comparative pros- 
perity in this country by assisting in keeping up pur- 
chasing power. 

In any study of remedies for unemployment, further- 
more, serious consideration should be given to the effect 
of the elimination of child labor, of the restriction of 
women’s labor and of night work, and of the shortening 
of the working week on the regularization of employ- 
ment. In many instances the employment of children 
in the mills and the mines has meant the definite dis- 
placement from remunerative occupations of men and 
women, and the pathetic situation has been created of the 
father of the family unable to find employment, while 
the children, who should be at school, were laboring in 
the mills to earn enough to keep the family out of want. 

Hobson, The Industrial System, New York, Scribners, Chapter XVIII, 
esp. P. 205. 


*t Watkins, op. cit., p. See also William T. Foster and Waddill 
Catchings, Profits (Houghton, Miffiin, 1925), Chapter XXV, 
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SoME RECOMMENDATIONS 


a. By the American Association for Labor Legislatio 


What is obviously needed now is constructive action 
that will help to lessen the severity and the frequency of 
unemployment crises in the future as well as bring relief 
in the present situation. To this end the American Asso- 
ciation for Labor Legislation is advancing a program of 
measures for public action which has been tested out 
through two previous periods of industrial depression. 
These standard recommendations for the relief and pre- 
vention of unemployment represent the mature conclu- 
sions of more than 300 organizations and individuals in 
close touch with unemployment problems in 115 different 
communities throughout the country. They point out 
what should be avoided as well as what should be done. 


Relief measures include community organization in ad- 
vance of acute need, with a “mayor’s committee” or simi- 
lar body, representative of all groups concerned, and with 
effective coordination of existing public and private agen- 
cies; avoidance of bread lines, soup kitchens, money gifts 
or other indiscriminate giving of charitable relief; part- 
time work at standard rates, and expansion of necessary 
public works, 


Preventive measures recommended include adequate 
provisions for federal, state and city employment services 
and regulation of private, fee-charging agencies; long- 
range advance planning of public works by city, state and 
federal government; the stabilization of industry, 
some form of unemployment insurance. 

From many sources evidence is coming of an apprecia- 
tion of the importance of taking steps to deal with unem- 
ployment. 


b. By the Commission on the Church and Social Service 


The Commission on the Church and Social Service of 
the Federal Council of Churches has been giving attention 
during February and March to the unemployment situa- 
tion, as to its emergency and long time aspects and from 
the point of view of the duty of the churches. The ques- 
tion of suitable action will be one of the main items of the 
agenda at the spring meeting of the Commission in New 
York, March 29 and 30. 


The Commission submitted a memorandum on emer- 
gency relief to the Administrative Committee of the Fed- 
eral Council on February 24 and the Administrative 
Committee approved a series of recommendations to the 
churches having to do mainly with service to their own 
unemployed. The text of these recommendations has not 
as yet been given out, but, briefly stated, pastors are ad- 
vised to check up on unemployment in their congregations, 
to discover cases of distress, and to make the resources 
of the church available for such families. Part time em- 
ployment, or work at odd jobs among the membership, is 
suggested, or loans or outright gifts when necessary. 
Bread lines and public feeding are deprecated, and 
churches are advised to send unknown applicants for aid 
to community agencies. Pastors, acting as citizens, or 
through their ministers’ associations, are urged to Ay 
attention to strengthening the regular relief organiza 
of the community, and, when the local situation warrants, 
to advocate public works. The recommendations advise 
restraint of social display and extravagance among the 
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well-to-do, and suggest that employers follow the grow- 
gm custom of giving first consideration to men having 

ies, and of resorting to part time employment rather 
than discharging men outright. 


These facts concerning unemployment and proposals 
for dealing with it are offered for the consideration of 
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the men and women of the churches. Publication of 
proposals does not imply endorsement of them, but it is 
assumed that it is the duty of Christian men and women 
to give their earnest thought to all plans put forward to 
lessen the evil of unemployment, an evil which admittedly 
affects not only the economic and social, but the moral 
and religious life of the community. 
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THIS CHART SHOWS THE OUTPUT OF AMERICAN MANUFACTURING 
170 | + PLANTS (SOLID LINE) IN RELATION TO THE NUMBER OF WORKERS 
EMPLOYED IN THEM (BROKEN LINE) SINCE 19/4. THE GROWTH 
160 7HE POPULATION 1S SHOWN BY THE DOT AND DASH LINE. 

THE SHADED AREA SHOWS THE NUMBER OF PERSONS EMPLOY. 
£0 IN 1919 FOR WHOM THERE HAS SINCE BEEN.NO NEED. 
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